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THE ADOPTION OF GOLD MONOMETALLISM 
BY JAPAN. 

WHETHER the recent decline in the gold price of silver 
is due to the fall of silver or to the rise of gold is a 
question on which economists and financiers seem to differ 
widely ; but the answer is simple. If we employ the law of 
demand and supply as the test, the ever-increasing supply 
coupled with the constantly decreasing demand indicates that 
the responsibility must be borne by the white metal. 

Some contend that, as the fall of general prices in gold- 
standard countries is greater than the rise of prices in silver- 
using nations, it is the gold that has appreciated or, at the 
least, that the fault lies more with the yellow metal. Such an 
argument overlooks the fact that the prices of commodities 
constantly vary according to the state of the market, the means 
of transportation, the methods of production, etc. Unless it 
can be proved that prices are otherwise stable, they cannot be 
used to test the fluctuations in the values of the precious 
metals. Moreover, the fall of prices in gold-standard countries, 
especially in England, seems to be the natural result of increased 
and improved production, as well as of keener foreign competi- 
tion. On the other hand, silver-standard statistics are usually 
drawn from Japan, China and Mexico ; and in Japan prices have 
risen, as will be described later on, beyond the rate of the fall 
of silver, while in Mexico prices have actually fallen, 1 to the 
disappointment of those who want to prove the steadiness of 
silver prices. The only satisfactory case for such advocates 
is that of China, where, according to the calculations of an 

1 As illustrated by the following table : 

Maize. Beans. 

Highest. Lowest. Highest. Lowest. 

Dec, 1891 $775 (average) $22.00 $12.00 

Dec, 1893 $4-75 $4-50 12.00 10.00 
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official in the Chinese customs, we find the following figures 

of average prices (in taels) : 

1873 1892 
Goods produced and consumed in China 81.56 74.27 

Goods produced in, but exported from, China 375.06 381.21 

But it must be remembered that in China reliable statistics are 
wanting ; and, even granting that they could be obtained, the 
fact that customary price still holds sway there would deprive 
them of real significance. 

Even admitting, therefore, the validity of the method of 
"price test," no positive conclusions can be reached. Hence, 
it certainly appears to be nearer the truth to speak of " depre- 
ciation of silver " than of " appreciation of gold." Neverthe- 
less, the majority of the Imperial Commission appointed to 
investigate 1 the fluctuations of gold and silver adopted the 
opposite view, falling into the common error of relying upon 
the " price test." Yet, whatever conclusions may now be drawn 
by those inclined toward bimetallism, that inevitable law of de- 
mand and supply may be depended upon to decide the contest, 
regardless alike of doctrines and of statistics to the contrary. 

I. Early Benefits to Japan from the Depreciation of Silver. 

At first prices in Japan did not rise to the extent of the fall 
of silver. Accordingly, the nation for a time reaped a good 
harvest through (1) increase of her exports ; (2) decrease of 
her imports, especially from gold countries ; (3) active condition 
of manufacturing, internal trade and agriculture ; (4) increased 
demand for labor ; and (5) increase in revenues. 

1 . So long as the rise of prices was only moderate, the goods 
produced in Japan were very cheap as compared with those 
made in gold-standard countries. This placed her in a very 
favorable position in the field of commercial competition, not 
only in the Far East, but in the markets of the gold countries 
themselves, as is shown by the growth of her commerce. 

1 See the " Letter from Japan," in the Journal of the British Economic Asso- 
ciation, December, 1894, and December, 1895. 
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Trade of Japan. 

With Silver Countries! With Gold Countries? 

Year. Import. Export. Year. Import. Export. 

Yen. Yen. Yen. Yen. 

1884 9,804,139 7,666,578 1884 19,821,593 24,613,147 

1885 10,232,342 9,539.7 6 3 l88 S i9.° 8 7> 861 25,880,963 

1886 11,176,905 11,463,238 1886 20,798,646 35,464,142 

1887 14,466,209 12,472,222 1887 29,794,155 37,568,632 

1888 19,724,182 13,261,732 1888 45,674,213 49,281,305 

1889 23,016,535 16,020,425 1889 42,766,196 51,473,106 

1890 28,906,561 17,207,368 1890 46,726,406 36,824,584 

1891 24,709,568 21,584,449 1891 36,577,573 55,287,658 

1892 31,534,674 23,509,042 1892 38,923,584 65,047,028 

18 93 3 8 >5 6l >425 28,239,597 l8 93 46,779>4°6 58,705,901 

From these tables we see that exportation to silver countries 
increased somewhat, but that importation from them increased 
more ; while, as to the gold countries, the increase of Japanese 
exportation greatly surpassed that of importation. 

2. So long as the fall of other prices in gold countries did 
not coincide with the fall of silver, Japan had to pay more for 
goods imported from them. This, coupled with the compara- 
tively low prices in Japan, caused a gradual shifting of demand 
to home-made goods. The increase of the cost of foreign goods 
is illustrated by the following table : 





X HAKh. 
1884-89 


IKAK. 
1893 


Flannels j ? gHsh 
( German 


IOO 
IOO 


102 

i°5 


Gray shirtings English 


IOO 


112 


( English 


IOO 


I20 


Blankets \ German 


IOO 


154 


( French 


IOO 


123 


Average of 31 other kinds of goods 


IOO 


107 



1 China, Hongkong, East India, Corea, Siam, Philippine Islands, Austria, 
Russia and Peru. 

3 England, Germany, France, Italy, Belgium, Switzerland, Holland, Spain, 
Portugal, Sweden and Norway, Denmark, Turkey, United States of America, 
Canada, Hawaii, Australia. 
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3. As the natural result of the tendency just noticed, all 
sorts of factories sprang up, and things formerly imported were 
produced in abundance. Not only did the necessity of impor- 
tation disappear, but exportation actually began to China and 
the Straits Settlements. To show the prevailing spirit of enter- 
prise, we have the following table : 

Number of Companies and their Capital. 

Ybar. Year. Ybar. 

1884 1888 1892 

( Number 61 204 361 



Agriculture 



( Capital 1,234,56 5>9 6l >93 6 4,437.745 



Manufactures j J u "? b f 3 a 79 I594 / U \ 

( Capital 5,0-48,299 39>°32,47 I 69,016,402 

Number 654 545 1081 

Capital 8,987,560 21,409,075 3 ,547,4i7 

Number 204 150 219 

( Capital 6,891,534 51,266,499 94,744,592 



Commerce 
Transportation ] 
Banking 
Total 



Number 1094 1076 1137 

Capital 78,788,835 80,505,103 90,588,219 

Number 2392 3569 5544 

Capital 100,950,790 198,175,084 289,334,375 



Especially remarkable is the increase in the number of cotton 
factories : 



Year. 


Number of Factories. 


Spindles. 


Production (kuan). 


1886 


20 


65,420 


787,433 


1890 


3° 


277,895 


$,W,&* 


1893 


40 


381,781 


10,666,744 



Agriculture also prospered, and the income of the farming 
class rapidly increased on account of the rise in the price of 
agricultural produce. This rise in income had the same effect 
upon the farming class as a lessening of the land tax. The 
price of land rose, and the extent of land under cultivation 
was considerably increased. 
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Average Price of 


Gross Revenue 




Ratio of Tax 


Year. 


Rice 


PER Koku.* 


per Chio? 


Land Tax. 


to Revenue. 






Yen. 


Yen. 


Yen. 


% 


1884 




4-33 


69.28 


IO 


14.4 


l88 S 




5-55 


88.80 


a 


n. 2 


1886 




S.08 


81.28 


a 


12.3 


1887 




4.71 


7S-36 


a 


*3-3 


1888 




4-37 


69.92 


a 


14-3 


1889 




5-56 


88.96 


a 


11. 2 


1890 




8.15 


130.40 


a 


9-7 


1891 




6.86 


IO9.76 


a 


9.1 


1892 




7- 


112. 


a 


8.9 


1893 




7.08 


II3.28 


u 


8.8 



4. The increase in both the demand for labor and the rate 
of wages is illustrated by the following table, which shows the 
changes in the weaving industry : 



Year. 


Employees. 


Wages in Cents. 


Male. 


Female. 


Total. 


Male. 


Female. 


Average. 


1889 

1891 

1893 


2,539 

4,089 

S.05 1 
6.354 
6,164 


5.391 
i°,33° 
14,216 
18,878 
19,284 


7,93° 
14,419 
19,267 

25,232 
25,448 


17.I 
17.0 

17.7 
17.4 
17.4 


8.1 
8.2 
9.0 
8.9 
9.4 


12.6 
12.6 

134 
13.2 

13-4 



From the preceding table it appears that the increase in the 
number and in the wages of female workers was more remark- 
able than the corresponding increase in the case of males. The 
result was a scarcity of domestic servants ; and young girls 
in want of employment were diligently sought for by factory- 
men, with the promises of high wages and good treatment. 
Male laborers also were assured considerate treatment. As a 
consequence, there set in a gradual migration of population 
from the country to the manufacturing towns, causing extreme 
scarcity of hands in the agricultural districts. In Tokyo the 

1 A koku is about six bushels. 

2 A chio is something less than two and a half acres. 
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rise in the average wages of all sorts of labor, taking the rate 
in 1875 as the standard, is shown by the following figures : 



Year. 


Per cent. 


Year. 


Per cent 


1875 


IOO 


1890 


123 


1883 


104 


1891 


I20 


1884 


117 


1892 


123 


1885 


122 


1893 


124 


1886-89 


126 


1894 


126 



5. The benefits from this situation inured to the govern- 
ment as well as to the citizens of Japan, and appeared espe- 
cially in the increase of its revenue. 

Revenue, 1884-93. 
(In thousands of Yen.) 





1884. 


188s. 1 


1886. 


1887. 


1888. 


1889. 


1890. 


1891. 


1892. 


1893. 


Income tax . . . 











527 


1,066 


1,052 


1,088 


1,110 


1,132 


1,238 


Tax on sake . . 


14,066 


>.°53 


".743 


13,069 


17.063 


16,439 


13,909 14,686 


15,812 


16,637 


" " tobacco 


1,294 


905 


i. 2 35 


1.59° 


1,907 


1,981 


1,813 


1,798 


2,161 


2,640 


Stamp duty . . . 


678 


435 


587 


564 


985 


622 


580 


588 


659 


761 


Tax on cakes . 





437 


544 


595 


678 


647 


662 


614 


587 


593 


" " ships . . 


230 


238 


250 


258 


270 


280 


282 


278 


276 


275 


" " wagons 


478 


484 


53 1 


577 


611 


648 


663 


682 


729 


773 


Customs duty . 


2,750 


2,085 


2,989 


4,135 


4,615 


4,728 4,392 


4,539 


4.991 


5.« 2 5 




448 


3'3 


672 


1,678 


1.425 


i,6S8 


1,891 


2,067 


2,141 


2,465 


Post & teleg'ph 


2,209 


1,601 


3,009 


3.403 


3.272 


3.859 


4,613 


5,049 


5.5i8 


6,487 




750 


453 


678 


1,051 


1.346 


1.434 
33.382 


1,702 


1,419 


2,085 


2,709 


Total 




8,008 


22,244 


27.454 


33>>92 


31,620 


32,835 


36,097 


39.709 







Thus it is clear that the fall in the price of silver was accom- 
panied by many manifestations of prosperity in Japan, and both 
people and government congratulated themselves on their good 
luck. All the results seemed favorable ; and the depreciation 
of silver was regarded as an indispensable factor in the enrich- 
ment of the nation and in the extension of her commerce. Not 
only in Japan but in the outside world was this idea prevalent. 
For example, in India, and even in England itself, the cries 

1 Figures cover only nine months, owing to change in the fiscal year. 
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were heard : " Beware of Japanese competition ! " and " Out- 
sold by Japan ! " This foreign alarm served to reassure some 
persons in Japan who were doubtful as to the real benefit of 
the silver depreciation. The Currency Commission itself 
formally concluded that the fall of silver was beneficial to the 
nation, though a few of the members 1 protested that the appar- 
ent advantage would be brief. The inflationists and the trad- 
ing and manufacturing classes echoed the resolution of the 
commission, and the minority view was ignored. 

II. The Inevitable Rise of Prices and its Effects. 

Eventually, however, prices in Japan began to rise by leaps 
and bounds. The origin of the movement needs a little explana- 
tion. In Japan rice occupies the foremost place among the staple 
articles, and the prices of all other commodities follow its rise 
or fall. At the same time, since rice is an article of export, it 
was subject to a double influence when silver depreciated : its 
price rose, not only in proportion to the fall in the value of the 
monetary standard at home, but also under the stimulus of the 
increased export demand which resulted from the fall in the gold 
price. As compared with 1887 the price of rice in 1894 was 
Tj per cent higher, and in May, 1897, 122 per cent higher; 
while as regards other commodities the average increase was 
only 26 per cent in 1894, and, in the case of gold, 58 per 
cent. But the tendency of other prices to follow that of rice 
was persistent ; and by 1897 they had risen 61 per cent, gold 
having, at that date, reached 65 per cent. While 61 per cent 
was the general average, in the case of some goods the enhance- 
ment of price had far surpassed the rate of the fall of silver. 
Under such circumstances the much-lauded benefits of the fall 
of silver — increase of exportation and the outselling of com- 
petitors in gold countries — were no longer to be realized. 
On the contrary, a gradual increase of importation set in ; and, 
since common wages had risen from 16 cents in 1887 to 22 
cents in 1896, goods could not be produced cheaply, however 
hard we tried to keep the field. 

1 The author himself was one of the minority. 
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Imports and Exports, 1894-97. 



1894 



1895. 



1896. 



1897 

(up to June). 



Imports. 

Cotton, raw 

Cotton yarn 

Shirtings, gray 

Mousseline de laine 

Woolen damask 

Sugar 

Oil, kerosene 

Rice 

Beans, peas, pulse 

All other goods 

Total 

Exports. 

Silk, raw 

Silk noshi, waste 

Silk piece goods, habuta .... 

Silk handkerchiefs 

Copper, raw and manufactured 

Coal, coal dust 

Rice 

Tea 

Matches 

All other goods 

Total 



Yen. 

19,610,761 

7.977.366 
2.935.034 
3, r 50,823 
1.759.796 
1 3.324.522 

5- 1 35.332 
8,413,148 

2,977,795 
52.t97.378 



Yen. 

24,822,097 

7.082,975 

3,071,496 

3,633,468 

921,741 

11,830,183 

4.303.929 
4.357,096 

2,554,764 
66,682,829 



32,573.352 
11,372,001 

4.057.764 

6,498,162 

2,813,097 

13.853.844 

6,33 '.036 

5,662,337 

3>475. OI 6 

85,037,865 



Yen. 

23,45 I .«45 
4,036,078 
1,053,520 
2,018,700 
792,971 
8,283,519 
3.7 ".740 
9,240,614 
2,461,469 

43.99M68 



117,481,955 



[29,260,578 



171,674,474 



99,041,224 



39.353.156 
3,208,593 
7,254,478 
3,628,129 
4,900,754 
6,578,461 
5,595.398 
7.930.287 
3.795.635 

31,001,195 



47,866,257 
2,862,720 
8,354.490 
5.339.955 
5.' 57.667 
7,604,788 
7,209,756 
8,879,242 
4,672,812 

38,164,491 



28,830,602 
2,764,065 
7,052,217 
4,617,720 
5,478,602 
8,879,256 

7.957.295 
6,372,329 
4,986,260 

40,904,415 



19,522,493 

1,500.389 
4,725,002 

1,763,583 
3,088,519 
5,131,690 
4,954,»7 
4,307,481 
2,856,556 
22,221,655 



113,246,086 



136,112,178 



: 1 7,842,761 



75,071,485 



The above table reveals that, except in 1895, imports were 
increasing and exports decreasing. The exceptional character 
of the year 1895 can be explained by the spirit of abstinence 
that prevailed among the people because the war was still rag- 
ing. At the same time, the extension of railways and other 
undertakings was suspended, and thus imports were curtailed, 
while, foreign trade being unmolested, exportation was not much 
affected. But in 1896 the excess of imports over exports 
reached the enormous sum of 53,831,713 yen. The increase 
of importation affected almost every article, and was especially 
noticeable in cotton, cotton yarns, machinery, sugar and kero- 
sene oil, indicating unmistakably an enhanced consumption, espe- 
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daily on the part of the farming population, which forms the 
bulk of the nation. On the other hand, the decrease in exports 
was almost universal, but was most marked in tea and in raw 
and manufactured silk. When the first half-year of 1897 is 
compared with that of 1896, the general aspect of trade shows 
no decisive change for the better. 

First Six Months of 1896 1897 

Imports 80,366,802 99,041,224 

Exports 53,932,919 75,071,484 

Excess of imports 26,433,883 23,969,740 

Such a relation of imports to exports is inevitable when there 
are rising prices and expanding industry. Left to themselves, 
general prices will rise sooner or later to the extent of the 
increase in the price of rice. If so, imports from gold coun- 
tries — where prices are, if not lower, at least more steady — 
will increase with excessive rapidity. 

So long as the rise of prices was not general some advan- 
tages were derived from it. But the farmer who sold his prod- 
uce at high rates had to pay more for labor, for manures and 
for articles of personal consumption. The factory owner had 
to pay more for raw materials and in wages, and the case of the 
merchant was no better. With the gradual increase of impor- 
tation home-made goods became unsalable, the lion's share 
being taken by the foreign merchants in the open ports, 
through whom about eighty per cent of the foreign trade is 
conducted. As to the wage-earning class, there may have been 
no decrease in the number employed, and, no doubt, in many 
cases wages were raised. But we must not forget that in such 
cases the rise of wages does not precisely correspond with that 
of general prices, and the laborer suffers accordingly. In order 
to show this, the Currency Commission compiled the diagram 
on the opposite page. 

The case of officials and clerks who live on fixed incomes is 
still worse than that of ordinary laborers. The price of fifteen 
staples in 1897 shows a rise of 30 per cent as compared with 
1887. This condition produces about the same results as if the 
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salaries of this class of people were reduced to that extent. Such 
a state of things cannot last long, and the necessity of increasing 
salaries is gradually being acknowledged. In no distant future 
the designation "cheap-labor country" will cease to be appli- 
cable to Japan. The wages of dyers, confectioners and female 
weavers rose by 50 per cent in eleven years, and those of weavers, 
tobacco cutters and masons by 40 per cent. Tailors get 50 
cents, bricklayers 46 cents, masons 42 cents and shoemakers 
41 cents per day. These rates are not low in a country where 
money still goes very far. 

These high prices lighten the burdens of debt at the expense 
of creditors. The burden of taxation also is less felt. For 
example, the amount of rice necessary to pay off a debt of 100 
yen was 21.58 koku in 1873, but only 13.55 koku in 1893, a 
decrease of 37 per cent. In the same way the ratio of the land 
tax to the gross income from nchio of land, decreased from 14.9 
per cent in 1877 to 7.6 per cent in 1894. Under the influence 
of such conditions an easy-going spirit began to prevail. Many 
went into debt, and others, especially the farmers whose burdens 
were lightened, increased their expenditures for consumption, 
as shown by the following table. 1 

Increased Importation of Goods Consumed by the Farming 

Class. 





1884. 


1890. 


1895. 




Yen. 

5.47S.09S 
58,228 
306,244 
167,581 
279,825 
172,588 


Yen. 
8,489,008 
214,754 
480,644 

734,93" 

572,227 
927,562 


Yen. 
II.830.l83 
491,048 
821,179 

923,023 

1,569,425 

96i,333 


Total 


6,459>56l 


11,419,126 


16,596,190 



1 A calculation (which, however, may not be very exact) showed that, in the 
prefecture of Gunba, a middle-class family of five members spent 70 yen a year 
in 1872 for daily expenses, while the amount rose to 180 yen in 1893. 
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A time of rising prices is the speculators' opportunity. The 
period under examination thus witnessed the creation of many 
joint-stock companies, not for the sake of actual industry, but 
for the benefit of stock jobbers. The rate of interest rose 
from 1.73 cents per day upon one hundred dollars in January, 
1894, to 2.1 cents in December, 1896. 1 With so high a rate as 
the latter — nearly eight per cent a year — no sound business 
could be carried on ; but later the rate again rose, to 2.3 cents 
a day or 8.39 per cent a year, and it became almost impossible 
to maintain companies whose dividends were below that rate. 
It is to be noticed that in Japan the market rate is usually much 
higher than the rate for consols, which bear five per cent 
interest. 

II. Other Drawbacks of the Silver Standard. 

Under the circumstances just described, the benefits that for 
a while resulted from the fall of silver disappeared. At the 
same time various positive disadvantages of the silver standard 
manifested themselves conspicuously and gave support to the 
demand for a change. 

1 . Foreign trade merely a speculation. — The greater part of 
the foreign trade of Japan, as has already been shown, is with 
gold countries. But so long as silver was her standard, the 
rate of exchange with them fluctuated daily, rendering anything 
like an accurate calculation of profit and loss almost impossible. 
A merchant might ship goods to America on a day when the 
rate of exchange was fifty cents per yen ; but the next day it 
might fall to forty-nine cents, and at the end of a month the fall 
might reach forty-eight cents. Under such conditions, how 
could the merchant calculate his ins and outs ? Of course he 
might ask a bank to discount his bills, and thus shift the risk ; 
but the transfer of risks had to be paid for, and was in the long 
run very expensive. The simplest solution of the problem was 
to go to the American and European merchants who reside in 

1 At the same time the shares of the Bank of Japan (paid-up value ioo yen) rose 
from 304 yen in 1894 to 31 5 yen in 1895 and to ^o^yen in July, 1896. The amount 
paid in was increased in December, 1895, to ^30 yen. 
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the open ports and sell the goods in silver, thus avoiding all 
chance of loss from the fluctuations of exchange. We have here 
one of the reasons 1 for the existence of the so-called "foreign- 
settlement merchants," as intermediaries between the Japanese 
and the foreign markets. As is shown below, by far the greater 
part of Japan's foreign trade passes through their hands ; "and 
they make an enormous profit, however small the rate of com- 
mission may be made by competition among themselves. As 

Course of Trade. 
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26,328,816.43 


107,188,169.46 
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88,422,505.96 
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these merchants sell for gold, and as gold prices are steadier, their 
profit under the silver standard swelled through payment for the 
increase of risk. Except so far as the importers in foreign 
countries demanded a reduction of prices, the profit of the 
settlement merchants increased proportionally to the deprecia- 
tion of silver. It was perceived, moreover, that the same result 
would follow when prices in Japan fell from any other cause. 
Thus, not only did importing countries fail to reap the benefit 
of low prices in Japan, but the Japanese export trade was wholly 
controlled by the foreign-settlement traders, who had the native 
merchants at their mercy. It was felt that this pitiful and 
primitive condition of things must last until either the risk of 

1 Other reasons are the long-established custom of inter-territorial trading, and 
the deficiency of credit and commercial morality among the native traders in the 
open ports. 
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exchange fluctuation should be lessened or the Japanese mer- 
chants should make up their minds to bear the loss themselves. 
The latter alternative would be very slow of realization, and so 
the only course left was the former. Then the question was : 
How can we escape the risk? Shall the state guarantee the 
loss, or can we not steady the price of silver by international 
agreement ? Such artificial devices, however, could not be relied 
upon. The only true remedy was to demonetize silver and to 
place the currency of the realm on the gold basis. This was the 
conclusion reached by the Japanese government. With the gold 
standard, the fluctuations of the rate of exchange will be limited 
by the specie transfer points ; and for the first time foreign trade 
will become a sure and trustworthy business, instead of a mere 
speculation. Gradually the necessity of the foreign-settlement 
merchant will dwindle away, and the Japanese foreign trade will 
become truly worthy of the name, whereas heretofore it has 
been more properly a " foreign-settlement trade." 

2. Foreign payments burdensome. — Japan, as an undeveloped 
country, has much to import. Moreover, since her geographical 
position is specially suited for trading purposes, while her policy 
now is to promote the extension of manufacturing, she has to 
import machinery and raw materials. The late war, too, im- 
pressed her with the necessity of strengthening her navy, her 
fortifications and other instrumentalities of warfare ; and for 
these purposes she was obliged to make large payments to gold 
countries. So long as the fall of silver continued, her burden of 
foreign payments was insensibly yet enormously increased. In 
1894 the Japanese government had to make such payments in 
gold to the amount of .£879,564 4s. gd., and this, at the cur- 
rent rate of exchange (2s. \d. per yen), was equal to 8,704,- 
965.649 yen. Just a year before, when the exchange stood 
at 2s. 8.63^., she could have paid with 6,470,357.609 yen; 
and in 1874, when the exchange was at 4s. 2d., with only 
4,221,908.340 yen. The case of payments made by the people 
at large was just the same. Such payments, moreover, must 
continue ; since, before she realizes her aspiration of becoming 
the England of the east, Japan must build ships, extend rail- 
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ways, and set up factories and machinery of all sorts. Already 
her importation of raw cotton from India and America is increas- 
ing rapidly. If by altering her standard she can escape the loss 
from exchange fluctuation, she will benefit not only in her 
importations, but also in her exportations, because foreign trade 
generally will become sure and reliable. 

3. Increase of state expenditure. — Not only was the burden 
of the government increased in respect to foreign payments, but 
the rise of prices had about the same effect on the administra- 
tion as a reduction of its income. Officials and other employees 
of the government could not support themselves. Salaries had 
to be increased continuously in order to meet the rise of 
prices. So great was the embarrassment of the government 
from this cause that a change of monetary standard, difficult as 
it was, seemed the most practicable proceeding. The only 
alternative, an increase of taxation, was out of the question, at 
a time when the public burdens had been so greatly increased 
in consequence of the war. 

4. Deficiency of capital. — With the fall of silver the return 
for the capital invested in silver countries by creditors in gold- 
standard nations was diminished, or, if not actually diminished, 
became subject to such anxiety and risk as caused a curtailment 
of such investments. Happily or unhappily, however, the 
amount of foreign capital in Japan is not large, owing to the 
present treaties, which restrict the foreigner's sphere of action 
to the open ports. Yet the decrease of foreign investments in 
Japan, however small the investments may be, must be lamented, 
especially when we remember that she lacks sufficient working 
capital. With such a high rate of interest as eight per cent 
or more Japanese industry cannot be quickly developed, nor 
can she compete with rivals whose market rate is somewhere 
between two and three per cent. Moreover, the sudden demand 
for capital on the part of her rapidly developing industries had 
to be satisfied. For the sake of these, foreign investments had 
to be retained, if not increased. Consequently, the adoption 
of the gold standard was a matter of necessity. 

Some speak ill of the change of the standard as merely a 
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cunning device for getting loans from gold countries. Such 
criticism is ill founded ; yet, as a result of the change, capital 
will naturally flow in from gold-standard countries. This 
movement has already begun, and transactions in government 
bonds to the amount of more than 43,000,000 yen have lately 
been recorded in the London market. Before this it was well 
known that Japanese coupons yielded five per cent interest, 
and that the Mikado's government never failed to meet its 
liabilities. A lucrative field of investment was thus open to the 
well-to-do people of such a country as England, where consols 
yield only about two and a half per cent. But hitherto our bonds 
have not been extensively held, simply because the principal and 
interest have been payable in silver. Hereafter the holders of 
our bonds will be paid in gold, and so will be assured of getting 
the promised rate of interest. Not only the consols, but stocks 
and debentures of various corporations, which pay more than 
fifteen per cent dividends, will probably be gradually taken up 
in the gold countries, to the mutual benefit of creditors and 
debtors. Indeed, since silver is the standard in only a few 
countries, like Mexico and China, and since all the rest of the 
principal nations have in practice, if not by law, adopted the 
gold standard, to remain a silver country would be the same 
as to stand isolated from the money market of the world. 
Such a seclusion cannot be maintained, nor is it desirable 
that it should be. Japan has been trying hard since 1868 to 
assimilate herself to the civilized world. Revision of treaties 
and codes of law, adoption of a constitution, reform of her 
political institutions, strengthening of her army and navy, 
extension of education, improvement of railway, postal and 
telegraph facilities — all these are the outcome of the spirit now 
pervading the country. Why, then, should the monetary stand- 
ard, which has an international character, have been made an 
exception to this general tendency ? 

The standard would have been changed much sooner but for 
a difficulty that was almost insurmountable — the lack of an 
adequate gold reserve. The majority of the Currency Commis- 
sion were in favor of the gold standard. But they (the author 
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among them) saw with regret the insufficiency of the gold 
reserve, and concluded their work by advising the government 
to do its best to augment that reserve by encouraging in every 
way the influx of the yellow metal. A sudden stroke of good 
fortune has, however, solved the problem for Japan. The suc- 
cessful outcome of the war with China has placed in her hands 
an ample stock of gold, and this has given her an opportunity 
to pass at once to the gold standard. 

IV. The Indemnity Paid by China. 

After successive triumphs of the Japanese forces, both on 
land and on sea, the war was brought to an end by the treaty of 
peace signed in Simonoseki, April 17, 1895. China agreed to 
pay 200,000,000 taels as indemnity, with five per cent interest 
on unpaid portions, besides 500,000 taels more as the annual 
expense of the Japanese garrisons stationed in Wei-hai-wei. 
To these sums were added by the convention of November 8, 
*895, 30,000,000 taels as compensation for the relinquishment 
of Japan's claims upon Liautung Peninsula. These sums were 
all quoted in Kuping taels, which represent a certain amount 
of pure silver weighed with a balance used by the Chinese 
treasury. That weight was, however, far from being clearly 
fixed, varying with the convenience of the time from 575.82 
to 579.84 grains; and the former figure was finally adopted 
by the contracting powers. Great caution and sagacity were 
required, lest the purchase of so enormous an amount of sil- 
ver by China and its transfer to her conqueror should disturb 
the world's silver market and the rate of exchange between the 
East and the West, and should plunge China into great diffi- 
culties in securing what she needed. 

Far-sighted Japanese statesmen and financiers perceived that 
China must borrow in the European market, and that it would 
suit her convenience to pay in the same place ; that the future 
purchases by Japan, in gold countries, of munitions of war, 
railway equipments, etc., must increase, and that it would suit 
her convenience also to be paid in the same market ; that gold, 
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as the more stable metal, was best adapted for use in a con- 
tract extending over a long period of time ; and that the 
unused portion of the indemnity might serve as the material to 
be used in the alteration of the monetary standard. Accord- 
ingly, China was asked to pay in England, and to convert the 
payments into pounds sterling, at the average price of silver 
for June, July and August of 1895, which was 30.4429*/. To 
this also she agreed, October 6, 1895, and the three items were 
calculated thus: 





Indemnity. 


expbnsbs for 
Occupying 


Compensation for 
Giving up 






Whi-hai-wei. 


Liautung. 


Amount in taels .... 


200,000,000 taels 


500,000 taels 


30,000,000 taels 


Pure silver in grains ) 
(1 1 = 57 5.82 gr.). J 


115,164,000,000 gr. 


287,910,000 gr. 


1,727,460,000 gr. 


Pure silver in ounces ) 
(1 oz.=48o gr.). . .) 


259,925,000 oz. 


599,812.5 oz. 


35>988,75° oz - 


London standard ) 
silver of .925 fine J 


2 59>378,378.378 oz. 


648,445.9 oz. 


38,906,756.7 oz. 


Pounds sterling (1 ) 
oz. = 30.4429^.) .. .) 


£32,900,980 7s. 7d. 


£82,252 gs. 


£4>935> I 47 «• i<£ 



The annual amount to be paid in gold thus stands : 
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2,892,544 


Total .... 


£32,900,980 


£3.495.729 


£575.767 


£4.935> I 47 


£41,907,623 



1 In case the whole indemnity is paid off by May 8, 1898, there will be no 
interest charge. 

2 After two installments have been paid and satisfactory guarantees have been 
offered, the troops will be withdrawn, and further payments under this head will 
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Of this sum by far the greater part will be devoted to the 
past and future expenses of the war. Yet tens of millions are 
still unappropriated and may be directed to any useful purpose. 
It must not be understood, however, that this unused portion 
goes directly to supply the gold to be used as the reserve for 
the new standard. In order to show how 72,600,000 yen of 
gold and 26,900,000 yen of silver were added to the already 
existing metallic reserve * at the Bank of Japan, 2 a short expla- 
nation of the transfer of the indemnity fund becomes a necessity. 
Great care and skill have been exercised in the whole manage- 
ment of the indemnity. The following amounts, received from 
Chinese authorities, were deposited in the Bank of England in 
the name, at first, of the government, but since April, 1896, 
of the Bank of Japan, which is intrusted with the custody of 
the public money. 



Date of 
Receipt. 


Character. 


Amount. 


Oct., 1895 


Indemnity (ist installment) 


50,000,000 taels 


Nov., 1B95 


For Liautung 


30,000,000 


May, 1896 


Indemnity (2d installment) 


25,000,000 
(Invested in German bank for a time.) 


May, 1896 


Indemnity (2d installment) 


25,000,000 


u u 


Interest of indemnity for half-year 


1,250,000 


It u 


Expenses of Wei-hai-wei occupation 


500,000 


Nov. " 


Interest of indemnity for one year 


5,000,000 


May, 1897 


Indemnity (3d installment) 


16,666,666 


it u 


Expenses of Wei-hai-wei occupation 


500,000 


« <i 


Interest of indemnity for half-year 


416,666 




Total 


iS4.333.333 taels °r 
,£25,388,589 i6f. \\d. 



A part of this sum was devoted to government payments in 
London ; part was sent to Japan in gold and silver, as the Lon- 
don market permitted it to be done without causing great dis- 

1 36, 700,000 yen, gold ; 22,000,000 yen , silver. 

2 This is the only bank of issue, and on it devolved the responsibility of con- 
verting the notes formerly issued by the government and national banks. For the 
details readers are referred to " Banking and Money in Japan," by the author, in 
vol. iv of A History of Banking in All Nations, published by the Journal of Com- 
merce and Commercial Bulletin, New York. 
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turbances ; while a part was transmitted by means of exchange — 
and of this by far the greater portion was transferred in Lon- 
don to the credit of the Bank of Japan, the government being 
paid off in Japan with the bank's convertible notes, although a 
few millions sterling were directed to the purchase of English 
treasury notes and to the working fund of the Bank of Japan. 
Of the total sum (£25,388,589) received hitherto in London, 
,£3,027, 54 1 19J. have been devoted to payments there ; and of 
the rest £7,646,867 "js. were transmitted in gold, £2,968,097 
6s. in silver and £6,561,889 13J. by means of exchange. The 
government has borrowed from the Bank of Japan to the amount 
transmitted in gold and silver, so that the bank has been 
enabled to replenish its metallic reserve to the same amount. 
According to the figures for March 31, 1897, the bank was to 
hold a gold reserve of 109,400,456 yen to protect its note cir- 
culation of 181,112,280 yen — that is, in addition to its silver, 
a gold reserve of about three-fifths of its total issues, which is 
by no means weak or insufficient. Thus, what Austria obtained 
with much difficulty by means of a foreign loan was secured by 
Japan easily and almost unknown to the rest of the world. So 
the greatest obstacle was removed and the practicability of the 
gold standard was established. 

V. Legislative Success. 

After a heated contest — even in official circles — between 
the advocates of monometallism and those who upheld what is 
commonly known as "a limping standard," a bill was brought 
forward in the House of Representatives and read the first 
time on March 3, 1897, of which the principal features were as 
follows : 

(.1) The establishment of a genuine gold-standard system, 
with new gold coins of exactly one-half the weight of the exist- 
ing gold coins, making easy the calculation of the new yen in 
lieu of the old, and avoiding any disturbance of the existing 
relations of creditor and debtor. 

(2) The establishment of free coinage of gold at the mints, 
the state to bear all the loss of natural abrasion of the coins. 
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(3) The gradual withdrawal of the standard silver coins from 
circulation and the discontinuance of the free coinage of silver, 
provision being elsewhere made that the Bank of Japan notes 
should be convertible into gold. 

The text of the bill was as follows : 



Coinage Act. 

Art. I. — The power of minting and issuing coins belongs to the 
government. 

Art. II. — A weight of 2 fun (11.574 grains T.) of pure gold shall 
be the unit of coinage, which shall be called a yen. 

Art. III. — The varieties of coin shall be as follows : 

GOLD COINS. 

Pieces of 20-yen, 10-yen and $-yen. 

SILVER COINS. 

Pieces of $o-sen, 20-sen and 10-sen. 

NICKEL COINS. 

Pieces of $-sen. 

COPPER COINS. 

Pieces of i-sen and yrin. 

Art. IV. — The decimal system shall be adopted for purposes of 
currency calculation. The hundredth part of a yen shall be called 
a sen, and the tenth part of a sen shall be called a tin. 

Art. V. — The composition of the coins shall be as follows : 

GOLD COINS. 

900 parts of pure gold to 100 parts of copper. 

SILVER COINS. 

800 parts of pure silver to 200 parts of copper. 

NICKEL COINS. 

250 parts of nickel to 750 parts of copper. 

COPPER COINS. 

950 parts of copper, 40 parts of tin and 10 parts of zinc. 
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Art. VI. — The weights of the coins shall be as follows : 
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20-yen gold piece 


= 4-444 
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10-yen " " 
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8-3333 
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4.1666 
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$o-sen silver piece 
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= 1-4377 


5-39U 
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10-sen " " 


= 0.7188 


2-695S 


(< 


S-j^« nickel piece 


= 1.244 


4.6654 


It 


i-ji?« copper piece 


= 1.9008 


7.1280 


a 


S-«'« " " 


= 0.9504 


3-5 6 4o 



Art. VII. — Gold coins shall be legal tender to any amount. 
Silver coins shall be legal tender to the amount of ten yen. Nickel 
and copper coins shall be legal tender to the amount of one yen. 

Art. VIII. — The forms of the coins shall be fixed by imperial 
ordinance. 

Art. IX. — The legal limit of deviation in fineness shall be y^^ in 
the case of gold coins and T ^ 5 in the case of silver coins. 

Art. X. — The legal limit of deviation in weight shall be as 
follows : 

20-yen gold coin: 0.00864 momme (0.0324 grammes), or 0.83 

momme (3.1 125 grammes) in 1000 pieces. 
10-yen gold coin : 0.00605 momme (0.02269 grammes), or 0.62 

momme (2.325 grammes) in 1000 pieces. 
$-yen gold coin : 0.00432 momme (0.0162 grammes), or 0.41 
momme (1.5375 grammes) in each 1000 pieces. 

In the case of the silver coins, the legal limit of deviation in 
weight shall be 0.02592 momme (0.0972 grammes) for each piece, 
or 1.24 momme (4.65 grammes) in each 1000 pieces, of $o-sen; .083 
momme (3.1 125 grammes) in each 1000 pieces of 20-sen; and 0.41 
momme (1.5375 grammes) in each 1000 pieces of 10-sen. 

Art. XI. — The minimum circulating weights of the gold coins 
shall be as follows : 

Momme. Grammes. 

20-yen gold coin = 4.42 x 6-575 

\o-yen " " =2.21 8.2875 

$-yen " " =1.105 4-H3 8 

Art. XII. — If, in consequence of abrasion from circulation, any of 
the gold coins fall below the minimum circulating weight, or if any 
of the silver, nickel and copper coins become visibly reduced owing 
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to the same cause, or if any coins become inconvenient for purposes 
of circulation, the government shall exchange such coins for others 
of the same face values without making any charge. 

Art. XIII. — If the design upon a coin becomes difficult to distin- 
guish, or if it has been privately restamped or otherwise defaced, it 
shall no longer be regarded as a coin. 

Art. XIV. — Should any person import gold bullion and apply 
to have it minted into gold coin, the government shall grant the 
application. 

Art. XV. — The gold coins already issued shall circulate at double 
the value of the gold coins issued under the provisions of this 
law. 

Art. XVI. — The silver i-yen coins already issued shall be gradu- 
ally exchanged for gold coins, according to the convenience of the 
government, at the rate of one gold yen for one silver yen. Pending 
the completion of the exchange referred to in the last paragraph, 
silver i-yen coins shall be legal tender to an unlimited extent, at the 
rate of one silver yen for one gold yen; and the suspension of their 
circulation shall be announced six months in advance by imperial 
ordinance. Any of these coins not presented for exchange within 
a period of five full years, reckoned from the day on which their 
circulation is suspended, shall be regarded thenceforth as bullion. 

Art. XVII. — The $-sen silver coins and the copper coins already 
issued shall continue in circulation as before. 

Art. XVIII. — From the day of the promulgation of this law, the 
coinage of i-yen silver pieces shall cease ; but this restriction shall 
not apply to silver bullion intrusted to the government for coinage 
prior to that date. 

Art. XIX. — All previous laws or ordinances conflicting with the 
provisions of this law are hereby rescinded. 

Art. XX. — With the exception of Art. XVIII., this law shall go 
into operation from the ist day of the ioth month of the 30th year 
of Meiji (October 1, 1897). 

In the long and elaborate speech of Count Matsukata, the 
premier and minister of finance, when he introduced the bill, 
the historical and logical basis for the proposed reform was 
presented substantially as follows : 

Under the old regime the ratio of gold and silver was 1 to 8 ; 
hence the exodus of gold. In the beginning of the Meiji era 
(1868) a revision of the coinage was effected, and the gold 
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standard was introduced in the guise of bimetallism. But grad- 
ually the over-issue of paper money, to meet the expenses of 
civil war and the continuous deficit, led to its depreciation — 
once as low as seventy per cent as compared with silver, which 
became the actual standard after 1878. Careful and drastic 
measures looking to the redemption of the paper by means of 
the increased stock of specie resulted in the restoration of the 
paper currency to par in 1886. In the meantime, from 1873, 
the fall of silver had become incessant. This was due to the 
increase of its production while the demand for it decreased, 
notably on account of the monetary reform of Germany. The 
conditions attending the fall of silver led to the appointment 
in 1893 of the Currency Commission, which favored the aban- 
donment of the existing system and the introduction of gold 
monometallism. Then, as a result of the war with China, Japan 
was enabled to secure a large amount of gold. At the same 
time a considerable rise of prices set in after the war (1894-95), 
and commerce was subjected to serious disadvantages, all trace- 
able to the fall of silver. Thus it clearly became the policy of 
Japan to adopt the gold standard. In formulating a plan for 
altering the standard, two important points had to receive par- 
ticular attention — the relation of the new coins to the old 
and the disposal of the demonetized silver coins. The former 
question was solved by fixing the ratio of gold and silver at 
1 to 32, the average price of silver in London in January, and 
the latter by providing for the earliest possible withdrawal of 
silver yens from circulation as legal tender, and for gradually 
recoining them into subsidiary coins. 

All the fears entertained as to the effect of the reform 
were dismissed by Count Matsukata as groundless ; and to 
the opposition of the bimetallists he attached little weight, 
holding bimetallism to be not only erroneous in principle, but 
impossible of realization, as proved by the successive failures 
of monetary conferences. On the other hand, he held that the 
reform would give us, with many other advantages, steady 
prices, increased exports and greater facilities for cooperation 
between domestic and foreign money markets. 
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The premier's speech was not left unchallenged, for many 
members of the opposition spoke against him. The bill was, 
however, according to the parliamentary rule, referred to a se- 
lect committee, consisting of twenty -seven influential members. 
From this body it was reported favorably (ayes 1 5, noes 9) on 
March 10; and, after two days of vehement discussion, the 
second reading of the bill was carried by 151 to 96. Various 
slight amendments were then proposed, such as raising the 
fineness of the subsidiary silver coins and coining 25-cent 
pieces, but all were lost, and the measure passed in its entirety. 
On the 1 5th of March it was on the order of the day in the 
House of Peers. The conservative inclination of this house 
made progress somewhat slower than in the house below, but 
at last, largely through the zeal and influence of the premier, 
the bill was passed without any amendments whatever. It 
received the imperial assent and was promulgated as law on 
the 29th of March. The whole nation had manifested intense 
interest in the destiny of the bill. Many meetings were held ; 
and the daily papers, as well as the magazines, were freely 
made use of by both the advocates and the opponents of the 
bill. 1 

VI. Grounds of Opposition to the Law. 

The most fundamental antagonism was that of those who 
believed silver to be more stable than gold, assigning to the 
latter the whole responsibility for the recent fluctuations. This 
class of adversaries based their argument on the changes in the 
prices of commodities, asserting that, as prices are more stable 
in silver-using countries, silver is not to be blamed. That such 
an assertion is erroneous has been proved at the beginning of 
this article ; and it has been demonstrated that, by proper con- 
sideration of the relation of demand and supply, the fault is 
seen clearly to lie more largely with the white metal. 

1 The author himself, having been connected with the framing of the bill, was 
called upon to speak and write for the cause of gold monometallism against the 
attacks of its opponents, who included members of the Diet, university men, 
bankers, merchants and manufacturers. 
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An argument that sounded more or less scientific was that of 
the bimetallists. But in their argument there is a fundamental 
fallacy ; for there can not be, and ought not to be, more than 
one measure of value. Experience has shown that, when the 
system advocated by them is carried out in practice, the result 
is an alternative standard, the cheaper metal always occupying 
the field. If something like an international agreement could be 
reached among the principal nations, bimetallism would perhaps 
be logical and practicable. But such an agreement is far from 
realization, as has been proved by the repeated failures of 
monetary conferences. This is inevitable so long as the inter- 
ests of different countries are so diverse as in the present 
stage of human progress. Even admitting the desirability of 
bimetallism under ideal conditions, the adoption of that system 
should not now be made an issue in practical politics. 

Another ground of opposition was the claim that gold would 
be too high a measure of value in Japan, where prices are still 
very low and where the unit of value is very small. In answer 
to this it may be said that a sudden change from gold to silver 
would raise prices and cause disturbances in existing pecuniary 
relations, if not serious social commotions. That prices had 
already risen we have seen ; while the striking of new gold yen 
coins at precisely half the weight of the old caused no changes 
in the daily transactions and did not disturb existing contracts. 
The recent rise of the practical unit of value is very remarkable. 
Formerly the value of most things was given in rin (-^nr of a 
yen), but now sen (^fo of a. yen) valuation has become common, 
and the still higher unit will be employed in no distant future. 
Such a state of things fully justifies the adoption of the gold 
standard. But the opponents of the policy argued that the new 
coinage act itself, in not providing for gold one-yen pieces, con- 
ceded that gold was too dear a metal. As a matter of fact, the 
reason why one-/^« pieces are not struck in gold is simply 
because the coin would be too small for convenient manipula- 
tion, while the loss from abrasion would be very great. 

Those who are commonly known as inflationists opposed the 
change with the plea that it would cause low prices ; and they 
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sounded a warning that Japan, under a gold standard, would 
experience the same state of depression as England and other 
gold countries. This contention overlooks the fact that a high 
price level is only a temporary and partial benefit ; for all pro- 
ducers and merchants are themselves consumers, though all con- 
sumers are not producers and merchants ; and the interest of the 
whole — that is, of the consumers — must always be considered 
first. Low prices are to be aimed at if we look to permanent 
and universal advantage. General well-being and progress can- 
not be attained unless prices are steady, if not low. The 
depression which has been experienced by gold countries, espe- 
cially England, is not the result of the standard. The cause 
lies in the gradual increase of international competition. In 
the markets which were at one time almost the monopoly of 
England, have appeared Germany and others, even Japan, as 
her competitors. Means of production and of transportation 
have undergone great modification and improvement, not only 
increasing the amount, but also lessening the cost, of production. 
Low prices from such causes are never to be lamented. On 
the contrary, the standard of living has in the interval under- 
gone great improvement, causing extraordinary progress in social 
well-being. A few producers and merchants may complain, 
but the workingmen were never before so happy and so well off. 
Comforts which were never dreamed of by them have come 
within their reach, and the increase of social happiness is some- 
thing beyond imagination. 

Another ground for opposing the change was the allegation 
that it was a mere device for borrowing abroad. But the truth 
was clearly and concisely expressed by the minister of finance : 
" Great convenience will also be felt in financial matters. But 
the question of the monetary standard is one affecting the 
national economy, and is not to be decided by considerations of 
financial convenience alone." It is evident that foreign invest- 
ments in Japan may be facilitated, but this is not the sole 
purpose of the change : financial convenience was never sought 
at the sacrifice of the general interest. Some more amiable 
opponents feared the result of the free circulation of capital in 
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and out of the country, saying that hereafter the oscillation of 
hard and good times that characterized other lands would reach 
Japan, whereas she had been clearly exempt from it before. It 
must be admitted that such an oscillation will be felt; but it 
will be like a tidal wave in mid ocean, which, though large in 
bulk, is scarcely perceptible. Moreover, once she opens her 
gates to other nations it is futile to attempt to stand out of the 
movement of the rest of the world. The only way to get out 
of it is to shut herself up, as was the case about the middle of 
this century. 

The most influential and telling opposition, however, came 
from those who held a firm conviction that the extension of 
Japanese trade and industry was the outcome of the fall of 
silver. That this was true to some extent, but that after the 
extraordinary rise of prices the fact lost its validity as an argu- 
ment against the gold standard, has already been dwelt upon. 
Yet these opponents sternly declared that, without regard to the 
past, gold-using Japan would be outsold by China in gold coun- 
tries, if the anticipation that silver would continue to fall should 
prove well founded; and, moreover, that she would have to fight 
hard against gold countries in Eastern markets, once she had 
lost the advantage of falling silver. In these arguments there 
was much substance. But if the proper reforms are made in 
Japan's commerce and manufactures, the contest will not be 
hopeless. Moreover, Japanese silk and tea, the chief articles 
likely to meet with Chinese competition, are different in kind 
and use from the products of China. But, whether or not she 
remains a gold country, if the rise of price continues, Japan 
cannot fare well. As to the competition with European nations 
in the Eastern markets, Japan must still retain the great advan- 
tages of geographical proximity, lower wages and abundant coal. 

In addition to the general opposition to the change of stand- 
ard, various objections were raised to the particular provisions 
of the coinage act. Most important under this head was the 
contention that the amount of the gold reserve was insufficient 
to carry out the scheme. But the Bank of Japan will be able 
to increase its reserve to 1 50,000,000 yen, covering five-sixths 
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of its note circulation, which is more than ample, when we con- 
sider that in such a case the metallic reserve is usually regarded 
as adequate when it amounts to one-third of the notes issued. 
Granting this sufficient for the present, some entertain the fear 
that it may in the future become inadequate. But, taking the 
average of eight years since 1888, 1 we have had to pay in bal- 
ances to silver countries 10,573,800 yen (exports, 24,475,014; 
imports, 35,048,814), while receiving from gold countries 11,- 
1 56,917 yen (exports, 61,425,682 ; imports, 50,268,765). If the 
future can be judged by the past, our receipts of gold will annu- 
ally surpass our payments in silver by more than half a million. 

Friends of the reform also attacked the coinage act for 
allowing five years of grace for converting silver yen into gold 
after the circulation of the former should be prohibited. They 
said that if silver should fall below the ratio of 32.348 to 1, fixed 
in the act, silver yen that have been exported to the amount of 
over 1 1 2,000,000 would be imported, carrying away *the gold 
from the vaults of the Bank of Japan, weakening the metallic 
basis and frustrating the whole scheme. It must be admitted 
that the five-year period — so fixed in order to protect the 
interest of holders of Japanese silver coins — is too long. How- 
ever, of the total amount exported by far the greater number 
of the coins are " chopped," that is, disfigured by the Chinese, 
who never use a coin unless a money dealer certifies its value by 
stamping on it his signature. Such disfigured coins are not to be 
considered as legal and are excluded from conversion. There 
are, of course, perfect coins in circulation, but the internal and 
external demand for conversion may not exceed 30,000,000 in 
all. It is in connection with these only that the trouble, and 
perhaps the loss to be born by the state, will arise. There are, 
moreover, some who take the ratio of the act as a permanent 
bimetallic ratio, even going so far as to condemn it as arbitrary 
and unwise. In this there is a great misunderstanding. This 
ratio is merely to be used for the conversion of old silver yen 
into new gold coins, and can never have effect as a bimetallic 
ratio. This figure was fixed, as already mentioned, so as to 

1 The year 1896 is not included, for the reason that it is exceptional. 
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cause the least possible disturbance in existing contracts. The 
charge that it is arbitrary, or too distant from 15% to 1, is quite 
out of place. 

Finally, we may note certain objections of minor importance. 
Fears were expressed that the price of silver might be depre- 
ciated by the sale of the redundant silver; that the fractional 
silver coins, being at the ratio of 1 to 28.75, might all be 
exported if silver should rise beyond that rate ; and that without 
one-/*« gold and 25-cent silver pieces people would feel much 
inconvenience. In reply, it was pointed out that the whole stock 
of converted silver would be coined into subsidiary coins, and 
that none could be sold out; 1 that any rise in the value of silver 
was almost impossible; and, lastly, that one-^« gold pieces are 
too small for coining, while the place of the 25-cent piece may 
be filled by 20-cent silver and 5 -cent nickel coins. 

In conclusion, then, the chief advantages hoped for by the 
friends of the new monetary system are these : economically, 
the gold standard, by steadying prices, will contribute much to 
the real increase of wealth; commercially, foreign trade will be 
freed from its speculative tendency, and the trade with gold 
countries, in particular, will be facilitated; industrially, we can 
import machinery and railway equipment much more easily 
from gold countries; at the same time, we can get more cheaply 
cotton and other raw materials from China and other silver- 
using countries, provided the supposition that silver is doomed 
to fall be true ; financially, the relation with the external money 
market will be made closer, as proved already by the sale of 
government bonds in the London market; socially, the specu- 
lative spirit will be cooled down, luxurious habits may be checked, 
and the whole tendency in national life will become more sound 
and trustworthy. 

None but a prophet can exactly predict how the future will 

1 The execution of this purpose is a matter of absolute practical necessity, 
owing to the scarcity of fractional silver, which at present amounts to only one 
yen per capita. The demand for small coins will be increased, moreover, by the 
gradual withdrawal of bank notes of less than five yen, as is required by the new 
scheme. 
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turn out. The benefits described are what the writer believes 
will be realized; whether this belief is well founded or not must 
be left to the verdict of time. Without sound money, true, 
general and lasting economic progress is never to be realized. 
This is why Japan made up her mind to adopt the gold stand- 
ard. It is the earnest wish of the writer that all enlightened 
countries may adopt this standard without heeding the ground- 
less cry of bimetallists that gold is scarce, or their fruitless 
efforts to convene international conferences. The annual out- 
put of gold is, in fact, on the increase, and international 
agreement is practically impossible. The only actual result of 
the agitation for a new conference is to intensify the fluctuations 
of silver in the market. Gold monometallism alone can pave 
the way to the attainment of a universal money, and thus to 
that closer intercourse that shall bring all the nations into one 
brotherhood — the goal and destiny of mankind. 

J. Soyeda. 

The Treasury, 

Tokyo, Japan. 



